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'SOVIET LIGHT INDUSTRY PLANTS
- TEST CONSUMER SOVEREIGNTY

" The effectlveness ‘of market forces in regulatmg the production
and dlstr1but1on of consumer goods in the USSR is being tested cur-
rently at two large clothlng plants -- "Bol'shev1ka" in Moscow and
"Mayak” in Gor'kiy. At these plants, managers find themselves
responslble no longer to planning and administrative authorities but
directly to the Soviet’ consumer, with prof1ts from sales to "'sat1sf1ed
”ustomers” their only critérion of success. It is not surprising that -
some experlmentatlon in control is under way, given the worsenmg of’
the balance of demand and supply in the consumer séctor since about
1960. Official sanction of an experiment so bold in its likeness to
Western economic forms raises the question about possible decentrah-
zation in the conisumer sector and how this rn1ght affect the p011t1cally '
determmed pla.ns for heavy 1ndustry and defense

1. The Expe’rime nt

The clothing plants chosen for the exper1ment, "Bol'shevika'' in
Moscow and “Mayak" in Gor'kiy, are 1mportant producers of factory-- =
made clothing. The Moscow plant, employing more than 4, 000 persons,’
formerly produced 2, 600 men's suits per day plus an equal number of
slacks. The Gor'kiy plant specializes in women"s and children's clothing.

' Plant managers now are free to decide what styles to produce and
how to prodice them, whereas these decisions normally are made by
central planners In being released, however, managers: have sacri-
ficed the accustomed guidance that had been 1rnpliC1t in their plans and’
thus have assumed the burden of setting a new course in an uncharted
sea. The cr1ter1on for success in this venture is profit earned, and
that in'turn will’ depend on customer satisfaction in the retail markets.
In this respect the test is a response to Khrushchev's admonition to
officials of light 1ndustry at the 22d Party Congress to produce "not
for the stores but’ for the consumers "

Certain broad principles for operation were agreed on by central
authorities and local managers in setting up the test. 1/ Except for
continued state determination of investment, all pla.nni—ng is to be'in
the hands of the factory. Plants are to produce at or near capacity
in order not to. v1olate the "plannmg principle. " Production plans
are to be geared strlctly to orders from the retail stores participating
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in the experiment, the orders being written into leg
tracts which specify delivery dates, assortment, st

packaging, and labeling as well as arrangements foz

storage of the goods. Prices are set by mutual agr
and retailers using established price lists as basic
them to reflect additional costs of technical innovati
and quality improvements; subsequently prices are
response to consumer acceptance. In case of disag
plant managers and retailers, the regional authority
will arbitrate. In view of the ties between prices ag
toric prices) it remains a question, however, how {
permitted to rise if demand proves great or to fall i
slowly. It is clearly stated, however, that an unpog
dropped altogether from production. Under terms ¢
management now purchases its supplies of fabrics,
material input, from samples submitted by supplier]
country, either locally or from other republics. W
management, are paid out of income from retail sal
profits earned, bonuses are set for salaried employ]
technicians, and management staff, wheras for cutt
and other production workers, who operate on a pie
of up to 40 percent of the basic rate are paid for exq
its investment funds and working capital, managemae
for credit.

To aid the plant manager, three deputy jobs hay
economic director in charge of costs and prices, a
in charge of contracts with suppliers and retailers,
director in charge of production and maintenance.
methods will be needed for pricing new commodities
effective demand and supply in the market place and
able return to the plant. New procedures are neede
chases of supplies according to specification to repl
receipt according to central allocation. For technid
ever, plants will borrow from abroad. Indeed, the
policy for the entire industry is to adapt Western te
scale production of clothing to satisfy domestic need
possible.

2. Early Developments

The experiment began officially on 1 July 1964,
and preparation had been done before that time. E/
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' ““'SOVIET LIGHT INDUSTRY PLANTS '~ ' =i
"~ "TEST CONSUMER SOVEREIGNTY & 'm0
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"The’ effectlveness of market forces in regulatlng the product1on
and d1str1but1on of consumer goods in the USSR is belng tested cur-
rently at two large clothmg pla.nts - ”Bol'shev1ka" in Moscow and
"Mayak' i Gor'kly At these plants, managers find themselves
respons1ble no longer to plannlng and adm1n1strat1ve author1t1es but
dlrecrly to the Soviet consumer, ‘with proflts from sales to "sat1sf1ed
customers' 'their ‘only criterion of success. It is not surprlslng that
some expe rimentation in control 1s under way, glven the worsenmg of
the balance of demand and supply in the consumer sector since about C
1960. Off1..1a.1 sanction of an experlment so bold in its likeness to
Western economlc forms raises the question about poss1ble decentrall-’
zation in the constimer sector and how this m1ght affect the pol1t1cally
dete rm1ned plans for heavy 1ndustry and defense

l. The Expe ri'r‘he nt' .

" The clothlng plants chosen for the experlment.' "Bol'shevika' in
Moscdw and’ ”Mayak” in Gor'kiy, are important producers of factory- _
madé clothmg "The Moscow plant, employing more than 4, 000" persons.
formerly produced 2, 600 men's suits per day plus an equal number of
slacks. The Gor'kiy plant speclalizes in women's and children's clothing.

‘Plant fﬁaﬁa’ger’ls now are free to décide what s'tyles to pyrodu'c'eland:"'k
how to prodice them, whereas these decisions normally are made by o
central planners 'In being released, however, managers have sacri-
ficed the accustorhed guidarice that had been 1mp11c1t in their plans and‘ "
thus have assumed the burden of setting a new course in an uncharted
sea. "The criterion for success in this venture is proflt earned, and
thatih ‘turn will’deperid on customer satisfaction inthe retail markets.
In this respect the test is a'response to Khrushchev's admonition to
officials of light’ 1ndustry at the 22d Party Congress to produce "not
for the™ stores but for the consumers "

Certain broad principles for operation were agreed on by central
authorities and local managers in setting up the test. l/ Except for )
continued state determination of investment, all plannmg is to be in
the hands of the factory. - Plants are to produce at or near capacity.
in order not to vlolate the "plannlng principle. ' Product1on _plans
are to be geared str1ctly" ‘to orders from the retail stores part1c1pat1ng
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in the experiment, the orders being written into legally binding con-
tracts which specify delivery dates, assortment, style, colors, sizes,
packaging, and labeling as well as arrangements for the transfer and

storage of the goods.
and retailers using established price lists as basic

Prices are set by mutual agreement of producers

uides and adjusting

them to reflect additional costs of technical innovation, style changes,
and quality improvements; subsequently prices are to be revised in

response to consumer acceptance.

In case of disagreement between

plant managers and retailers, the regional authority, or sovnarkhoz,

will arbitrate.
toric prices) it remains a question, however, how {
permitted to rise if demand proves great or to fall i
slowly. ‘It is clearly stated, however, that an unpoy
dropped altogether from production. Under terms (
management now purchases its supplies of fabrics,

material input, from samples submitted by supplier
country, either locally or from other republics. W

In view of the ties between prices and costs (and his-

r prices will be

f goods move
yular item is to be
f the experiment,
the principal

s throughout the

hges, fixed by the

management, are paid out of income from retail sales. From the
profits earned, bonuses are set for salaried employees, engineers,
technicians, and management staff, wheras for cutters, seamstresses,

and other production workers, who operate on a pie
of up to 40 percent of the basic rate are paid for exe
its investment funds and working capital, managems
for credit.

To aid the plant manager, three deputy jobs hav
economic director in charge of costs and prices, a
in charge of contracts with suppliers and retailers,
director in charge of production and maintenance.
methods will be needed for pricing new commodities
effective demand and supply in the market place and
able return to the plant. New procedures are neede
chases of supplies according to specification to repl|
receipt according to central allocation. For technid
ever, plants will borrow from abroad. Indeed, the
policy for the entire industry is to adapt Western te
scale production of clothing to satisfy domestic need
possible.

2. Early Developments

The experiment began officially on 1 July 1964,
and preparation had been done before that time. 2/
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plant is prepared to turn out an assortment of 265 models, half of .
which are new. Technical innovations already introduced into the
reorganized production lines include basting, a step that had been
sacrificed earlier for the sake of higher "product1v1ty, " and the use

of steam pressing, virtually unknown in the Soviet clothing mdustry
Research in cost analysis and in production techmques has been insti-
tuted. Study courses in applled economics are scheduled for workers
at all levels -- engineers and workers alike. The plant has setupa
section to make quality clothes forthe 'monstandard figure, ' an effort
for which there is obvious need. '

Certain problem areas, such as the shortage of fashion designers,
have already emerged. The Gor'kiy plant has no trained designers,
and nowhere, in the USSR is there training in this fundamental skill.
Promises of the officials of retail stores to support the exper1ment
are not being fully honored. Studies of consumer demand on which
orders are to be based have not materialized, yet the plant cannot
operate at capacity without these orders. Another complaint is that
only the best retail stores should have been allowed to participate in
the experiment. As it is, managers anticipate shortages of storage
facilities and poor merchandising techniques in retailing the goods.
Worst of all, the initial enthusiasm of some who helped to launch the
project already has begun to wane. According to one report, "The
leaders of the sovnarkhoz promised all this [ support] to the sewing
workers, even drew up measures, but have not kept their word. " 3/

3. Prospects for Adoption

This experiment in consumer sovereignty, if it is successful,
could signal a trend toward some relaxation of control in planning
and administration and a greater reliance on market forces to equalize
effective demand and supply, although it is yet too early to predict any
such outcome. Certainly officials have been much concerned about
these imbalances and are searching for new regulatory measures.
The problem is a chronic one of poor quality and assortment in produc-
tion and ineffectiveness in distribution. In short, traditional Soviet A
methods of planning the output and distribution of these goods are work- '
ing poorly at the present output level, and consumer rejection of some
types of merchandise is causing a backup of goods in warehouses and
distribution channels.

-3 -
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The extent to which the leadership and the theo
plored consumer economic problems has come to 1j
the announcement of the experiment.
famed for his 1962 proposal that expounds profitabil
autonomy at enterprise level as keys to greater effi
considerable light on the problem. In a recent inte
slav newsman, il_/ Liberman reported that a special
the Academy of Sciences is studying ''the new way o
material stimulation in the economy including the u
as a regulator." He emphasized the need for exper
to evaluate new ideas.

The original Liberman proposal, which earlier
to the Academy of Sciences for further study, did n
so far in decentralization, however, as has this exjy
profitability as the criterion of success, Liberman
enterprise managers rather than planners should m
about wages, productivity, technology, and material
the center would retain control over the plans for o
delivery schedules, and to some degree the setting

Referring to the present experiment in profitab
mented in the interview, 'I think that next year it [
tested] will be extended over the whole of Soviet lig
standably, Professor Liberman is enthusiastic aboy
because of its relation to his original proposal. Hi
the immediate adoption of the profitability principle
industry, however, is highly questionable. If the lq
choose to adopt the profitability principle, as Libern
will, this clearly would be a move away from centr
toward some shade of market socialism; if they sho
the present experiment may turn out to be mainly a
The reaction of the leadership to the experiment de
criteriathatare used to evaluate it. The two test fir
criterion of profit during the test period, but this 14
the only criterion of the judges of the experiment.
ing criteria may be used, such as physical producti
of output, cost reduction, and reduction in inventor]
level.
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Ultimately the issue will rest not on whether proposed economic
measures are workable but on whether they are politically acceptable.
It is the Party that chooses the policy changes to be instituted, and,
regardless of recommendations by the academician, it is difficult to
imagine adoption of such a controversial measure as market control
without an ideological struggle. Moreover, there is the question of
whether such a change could long be confined to light industry without
becoming a threat to the ideological heartland of Marxian dogma --
heavy industry. Although such an eventuality may not necessarily
follow, it seems likely that demands of light industry left free to
guidance by market principles might sooner or later conflict with
Moscow's politically determined plans for heavy industry and defense.
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